
December I2, 1988

~r Fallow

thirty day~ credlt o~ hoot ahd wln~ get sta!te~? It hsppe~ze(| a~

washlnqt~n’~ 31~or ~a~ neeOe~ a co~L8~ overhaul. O~ca
"Tied ~ou~v" eectlon O~ th0 law ~ae ~d~ ~e~lew, the G~o~er~

~onst.tln~ of S~ay, Jumped ~ ~d r~ested the lay be ch~q~
tO a!low whol~Bal~r¢ to @~and thirty dayn cre~t Eor beer and
wf~e to retallcr~. ~c w~shlaqto~ F~ ~al~rg Ass~iat~on,
which et £1r~t ~uo Oppoe~ credit, has changed [in po~Itlon and

our As~ocl8tion and [t~ member~ have toatl£ied be[ore the House

credit t:~ r~tailers. It now appears that legislation to all~
credit will ~ Intr~ced in the llo~iso, so we ~u~t (ight hard to
ke~p ~t ~n the Co~ittee and to kill It on the floor, df ~
beco~e~ necessary.

second, we must execute our plan to de£eat this bill. That means
~i~n~ n c~elltlon o~ ~r~nfl~ Wh~ w~u~ al~o be harmed by thi~
proposed legl~latlo~ and contacting our legislators, gRClosed ls
a Copy o~ the ~/te Paper ~hll Wayt prepared o~ the cash Law.
Re~d It ,~! familla~IZe yo~rsel£ with lt. ~ou will need to
uadarstaDd ~ itsu~ completely to effectively make your case.
If you have any questions call Dick Daeha~e or Phll Wayt.

Thlrd, contact r~e £ollewln~ people in you a~ea:

A. Two or mote tavern ownur~. ~ Tever~ Owners R~soclatlon
already opposes the ~11. RXplaJ~ to ~he~ that in states where
credit I~ allow~d, only large aupernarkets get it. Poin~ O~t
that because credit Increases your costs and every retail
CUStOmer pats ~he s~e prlce for beer a~ wine, the ~sto~er who
doesn’t get credit will pa~ mo~ ~or product and s~sl~ze the
cost oE c~edlt for his large ~petltor whose cost will go ~
because he doesn’t have to fln~ce hLe ~ve~tol~. Get them to
agree to c0ntaot thel~ legislators to oppose the b~11.
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B. Two or more small retail grocers or convenience store owners
who won’t get credit. The same arguments apply"%6" them as the
tavern owners. The legislation discriminates against small
retailers and would result in their s~bsldizlng their much
larger competition.

C. Union houses should conKaet and explain this proposal ~o your
union employees and your local teamster huslness a~en~. Explaln
~at credit threatens your business and therefore, their Jobs.
Credit would accelerate consolidation and eliminate local
ownership and employment. Ge~ the eRployees and their business
agent to contact the State council o£ Teamsters and request the
~h%lon oppose any bill authorlzlng credit. AlSo get them to Join
with you in contactlng your lo~al leglslators and asking them to
oppose credit.

D. Others who should oppose credit are~ smell Restaurants for
the same reason as taverns; Washington wln~rles ~0 act as’thelr
ow~wholesalers; and micro breweries.

E. Contact your local legislator before the sesslou begins
January 9th. Arrange a meeting with him or her, along wiKh a
Couple Of s~all ~rocers if posslble, a tavern owner and a local
union o££1cial. The more local support you can get, the better.
Make sure anyone You ~ake along understands t~ issue a~ will
also urge opposition to any credit law.

It is crltlcal that each of you do your part if we are to win
thi~ battle. If you don’t k~ow your legislators, call DiCk in
Seattle (~83-5625) and he will £111 you in on the~. Remember, it
is best to contact then while they are home now. set up a
breakfast or lunch or other meeting time.

Enclosed alon~ with the white paper is the llst o£ members o£ the
House "and senate committees who will consider any credlt law.
These members must be contacted immediately if they llve in your
area. Heetlnosha~e already been set u9 hy Dick to contact many
of them. ~e rest will he contacted before the session begins.

Remember, it is our businesses that are at stake in ~lls basils
and we are our own best lobbyists. I will be cheeklng with you
on your progress in comDleting our program. I’m counting on all
of you to do your part.

kew
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Prepared by Philllp H. WayE
~xecutlve Dlrec~OE
Washlnqton Beer & Wine Wholesalers Association

~BWWA has always supported strlct, uniform, fair and impartlal
enforcement of the laws and regulations governing the beer and
wine business. The ASSoclatlon is keenly aware that th~s is a
customer service oriented buslness, which exlsts only through
public approval and acceptance. It therefore must be co~Itrolled
and operated under a s~a~em w±th the pttbllO interest an~ welfare
foremost In mind. With this ~ mind WBWWA supports and defends
washlngton’s cash-on dellverylaws and re~ulatlons.

In order to fully understand the rationale for the cash law, it
is extremely important to remember that it is an integral part of
the tied house act. ~S act is in substantially similar form to
laws of nearly e~ery state (l~cl~di~g Washington). As a general
rule, most o£ these laws were enacted shortly after passage of
the Twenty First Amendment and repeal of Prohlbltion in 1933.

These tied house acts establish a thcee-tlex distrlbution
system, consisting of brewers and national impdrters on ~he first
l~vel, wholesalers or distributors on the second level and retail
licensees on the thlrd level.

~e acts are wisely designed to prevent brewers, importers or
wholesalers from engaging in market practlces whlch would have
the effect of inducing ~he retailer to purchase thei~ products to
the excluslon of others. The intent of the law and regulatlons
are spelled out in an Attorney ~neral’s opinion in Washington
WhlCh clearly states that credit is unquestionably a "thing o£
value" - a loanlng of money if you will - and may not be gi~en to
the retailer.

It 1~ no colncldencs t~erefore tha~ tl~e majority of states,
t~irty to De exact, require cash or check for beer ~d wine
dellveuy. Both states bordering Washlngton have such a law.

The policies of Washington land other e~ates) as expressed in tl~e
sash on delivery regulation, reflect the belief if%at competition
for beer and wine sales not be based on practices such as
extension o£ credit. The--~ntz~ductlon of credit ~Ito the
relationship betwee~ wholesalers and retailers would .introduce an
element which will threaten several cornerstones of ouz" control
system.
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For example, retailers who make unwise use of credit purchases
for beer or wlne wlll have a new incentive to promote the use of
alcoholic beverages at a tlme when society Is stabilizing or
reducfn~ consu~ptlon.

~lother major adverse effect stemming from repeal of this
regulation is that it would eliminate a major source of stability
between wholesalers and retailers. Credit would create a
flnanclal interrelatlonshi~ between wholesalers and retailers
which would soon result in financlal dependency on the part o£
~e weaker economic unit.

For example, most wholesalers are much smaller economic units
than many of thelr retail customers. Smaller wholesalers ~nable
to co~,pete wlth large wholesalers will feel compelled to consider
Providing various services to retailers if they can’t match
credit terms. The net result would create a most serious
enforcement problem and a unhealthy marketplace situation. The
potential for this practice is easily realized considering
economic influence some of the large chaln operations can
generate.

Purchasing power is certainly concentrated in these large retail
operations and therefore it is probable that only large chain
stores will be granted credit. Credit Inureaees the cost of
dolng business and because all retailers ~n a mal’ketlng area pay
the sa~e price for beer ~nd wine, the retailer who doesn’t get
credit w£11 pay more for product and suhsldize.the cost o£ credit
for hls large competitor whose cost will go down because he
doesn’~ have to £~nance h~s inveatory. If anyone gets los~ in
the shuffle, if credlt laws were adopted, it will be the small
~d independent ~roeeries, small convenle~ce stores, sm~ll
tavetms and restaurants who will rapidly becom~ the endangered
species. The big winner - the only winner - would be the large
retail chains.                                                         ¯

The same would be true even if, unlike the previous e~ample, it
~s the wholesaler who uses the extenslon of credit to dominate
the retailer.

IE is not. diffleult to imagine that a retailer, having been the
beneficiary of 30 day or generous credit arran@ements from large
wholesalers wlth sufflc~ent capital ~o dO so, ~Ight feel
obligated to reciprocate by favorln~ the products of that
wholesaler in a variety of way~. It is foreseeable that the loss
of independence will lead to increased enforcement difficulties
as well as the Possible loss of public confidence in the system.

The potential of increased enforcement di££1cultles is one
reason why the Washington State Liquor Control Board has not
testified in support of draft legislation being consldere~[~y the
House Commerce and Labor Committee of the Washington Legislature.
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Further, in a letter to WBWWA Executive Director Phil Wayt
Septe.~er 16, 1988, the Leglslatlve Llals0n Officer for the WS~CB
said, "As has been indicated in prevloua meatlngs end I believe
In testimony during the August hearln~ wherein the Board did not
voice support of H-48/49, the issue of whether or not the
existing ’cash lawI should be rspealed Is not of concern to the
Board except in the event such repeal is made and it becomes
necessary to add staff in order to facilitate more audits, handle
additional complaints of vlolatlons, etc."

Let Us not forget the who else loses if the law is changed. In
1986 in washington approximately ~.15 million barrels of beer
were sold - the equlvalsnt o£ nearly 44 million cases.
Requlrlng wholesalers to ~ive 30 days credit on beer to retail
customers would necessitate a minimum increase o£ 50 cents per
case at the wholesale level. This alone would mean that the
Washington consuming p~bllc would pay an add~t~unal $22 million
dollar~ fo~ their mal~ beverage products. Llkewise a staggering
additional cost to the wi~e consumsr wou1~ result from llke
In~reases in that segment of the industry.

Clearly, this would not be ~, the public interest. Indeed, the
only interest served would be to the large chain stol-es who would
have wholesalers subsidize their operetlons. Perhaps, eve~ ~
c--6~enience store or~a~izatlo~s could open up ~ew stores with the
money reallzed through the float alone. This is not unrealistic
conservatively considering that beer sales alone account of a
mlnlmum o£ 15 percent of all ~on-gas purchases at convenience
stores. One brewery estimate ranks beer as the 2rid most
purchased item at these stores. With 30 days credit these
stores, many of whom turn their stock and average of ~ times a
month, would collect 4 times from the consumer before paying for
the £1rst delivery from the distributor.

Some segments o£ our industry have complained that the retailers
are the only segment of ~he industry required by regulation to
pay cash on delivery, implying that the r~gulatlon was adopted
primarily to beneflt Wholesalers.

To set the record straight, I would llks to reiterate that the
purpose of the regulation is to prevent ob~ectlo~able practices
and to insure fair competition in the marketplace in the publi~
interest.

Furthermore, if the regulation were expanded to Include th~
retail segment of the industry, tl~ere wo~l~ really be no change
in the present operation of the system. Rarely have retailers
glvell credlt to t~ co~su~er.

Some retailers also claim the ~ash regulation threatens the
physlcal well being of their employees because they must keep
extra cash on han~ to pay for deliverles, thereby i|~creaslng the
dange~ of robbery.

WBW-O01301
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This charge seems strange because over 90% o£ dlstr~butor sales
are pald for h¥ checE - no~ Cash. AlsO, in order to provide
retailers with an alternative to keeping cash or pre-slgned
checks at their places of business to pay for beer and ~ine as it
is dellveEed, provisions have been made for the use of a pre-pald
deposit Drooram authorl2ed by the Washington state Liquor Control
Board.

Zurther, some retailers have complained that the cash regulation
imposes administrative hardships and inconvenience upon their
operatlons.

In response, it must be eonsld~red by all segments o£ the
industry that the llcense to handle alcoho1~ beverages is a
prlvilege, no~ a r~ght; mld the successful operatlon of the
state’s control system over alcohol is prudent publlc policy and
£ar outweighs any ~n¢onvenience to any segment of the industry.

Under a retailers l~eense, It is ~he ~esPons~.billty of the beer
and/or wine retailer to provide proper supervision on the!~
premises at all tlmes to see that alcohol beverage laws are
obeyed. A supervisory person ~£ thiscallbre would be capable of
recelvlno a shipment o£ beer and paying for it. It’s a simple
process.

TO consider another aspect of the basic sales t~ansaction, it ~s
obvious that at some point ~le beer a~d wine delivered has to be
paid for. When is the best time to do that? ~s a practical
matter and £or the sake of accuracy, responsibility and
expedience, the best time £or payment i~ when both parties have a
sales invoice and each party has a complete record of the
transaction. ~%at is exactly what the present cash regulation
requires.

Some retailers have tried to a~gue that alcoholic beverages
should be t~eated Just llke any other consumer item in their
s~ores, such as sof~ drinks, soap or potatoes, we submit that
thelr argument has ~o merit.

What Industry, ether tha~ the alcoholic beverage industry
requires a license at all levels (manufacturer, wholesaler, and
retailer)? ~ae answer is none!

~at product, other than alcoholic beverages, is the s~bJect of
amendments to the U.S. Constitution? None!

~at product in stores, other than aleohol~e beverages, can be
banned by a vote of the people? Obwlous]y. none! It is not
likely to have a re£erendua, on peanut butter.
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Alcohollc beverages are the most heavlly reg~late~ products in
the nation - and rightly so. The great majority o£ people want a
legal sale system that will work in the ~uhlic interest because
they ce~talnly don~t want to return to the chaos experienced
during P~ohlbitlon.

Offsetting any inconvenience of the cash regulation on the
retallers are the qreat beneflts they receive from the Liquor
Control Board regulations permitting wholesaler services on the
retalle~’s premlses.

After the sale is made to the retailer, wholesalers are permitted
to prlce, rotate and ~estock product, build displays and provide
~olnt of ~ale advertising.

This mean~ that the retailer has very 1~ttle cost in handllng the
product. Bas~cally the retailer accepts and inventories the
delivery, pays by cash or check, and collects for the sale to the
consumer at the checkout counte~.

The most important consideration in all of the alcohollc beverage
laws and regulations is not whether a particular requlrem~nt
places inconvenience or b-~-fden on one segment of the i~d~stry or
another - but that each requirement be designed to faoilitate the
best possl~-I~system in the publlc interest.

¯ n the final analysis, retailers cannot convincingly a~gue that
credit is necessary to their business. They haws been o~erat~n~
successfully without credit a~d, as a rule, do not extend credit
~o their customers. It’s curious that after doing business this
way fo~ over f~fty years, that to a few retailers,It is now an
inconve~le,ce. The fact that the majority of states prohibit the
extension of credit by wholesalers to retailers is ample proof
that there is no underlying economic need for the injection o£
crsdlt into the wholesaler/retail~r relatlonshlp.

t~’edlt on beer and wine sales to retailers would be Just plain
poor public pol~y a~d therefore, in the absence o£ strong
compelling reasons as to when credit would be in the publlc
interest, the cash re~/lat-lon should continue in its present
form.
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House co~nmerce and Labor ~o~ittee

Chairman- Representative Max veklch
Vlce Chalr-Rep. Grace Cole
Rep. Svan Jones
Rep. Rlchard Elng
Rep. June Leonard
Rep. John O’Brien
Rep. Margarita Prentlc~
Rep. Hike Patrick
Rep. Curt Smlth
Rep. Sally Walker
Re~. Char1~s Wolfe

COS~O~O11s
seattle
Sequ~
Everett
~eatEle
Seattle
seattle
Renton
Ephrata
Tacoma
Spokane

Home Telephone

532-0222
362-7409
786-7936 OLY.
353-7526
772-5E87
722-5889

631-2642
7~?-2gg6
565-4370
924-1412

Senate Economic Development and Labor CoDittee

Chair-Senator Eleanor Lee
ViCe Chalr-senator~nn
Senator Jim Matson
Senator Dan M~Donald
Senator Jerry Sall~g
senator J~ west
Senator Paul Con~er
Senato~ P~trlck McMullen
Senator Bill Smltherman
Senator ~rankwarnEe
Senator A1 Wllllams

Burten 2~3-2006
A~8 595-2380
Selah 697-3277
Belle~ue, 455-5084
spokane 466-669g
Spokane 535-83~7
Sequi~ 683-4918
sed;o Wool]ey428-46~3
Tacoma 752-6976
Auburn 839-7998
Seattle 633-3789
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